






In general , the signs of the other jrdependent variables are consistent
iJilh commonly accepted exrlanations of default termjnatjon noting that there
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a rt orl means of ranking cities or aoencjes as to their likely r-mpact
e a L.l : phenomenon. ;he ,rositive jrterest rate variable was unexpected

are no
on the
but may be related to the expecteo positive sign for magnjtude of subsidy
paynent. The ne!atr've si!n for co-mortga!or is probably )"elated to the
posjtive sign for a female-heaqed far[ily because FHA practice is to have one
spouse s'jgn as co-mortEagor in a faEily with both soouses preseni. The
positive coefficient for a fenale-headed family rvas injtially surprising
but on second thought jt may be possjble that having gone into default,
female-hedded familjes are n'ore likelJ/ to attempt to avoid foreclosure because
their total income may be n'ore stable and, by definr'ticn, they are not subject
to djvorce problems. flost of the reoorted coeffjcients, however, are not
statistical ly siqnificant.

It is conceivable that the decision to avoid foreclosUre exerts significant
influence over the decision to accept counseling so as to produce biased estimates
l/ljth the model used above. This 'sjnulta.eity' problem r-s a manifestation of
the self-selection phenomenon djscussed in the body of this report but iras not
corrected for in the regression dnalysis. Another potential problem is that
the reqression analysis assumes that those counseled recejved the same amount
of counseling. It is beljeved, however, that the adequacy of counseling varied
across agencies. This could have also introduced bias into the results.

A second set of regressions were estjmated conparjng the referred and
not-referred groups. These reEressjons are similar to the bivarjate aralysis
performeC in the text of this report. The impact 01' being referred was beneficial
but statistically insignificant in all regressions. Direct comparison with the
bivariate results, however, js difficull because of differences iI] sample size.

The br'variate analysis ,,as conducted on a sample 1,iith 1,310 observations
(605 referred and 705 not-referred mortgagors). Exclusjon of observations wjth
missing data on some of the independent variables reduced the sample on,/jhich
the regressior analysis r,ras performed to 987. Ihen the br'varjate analysis
|las replicated on the 987 sample, substantially different results ,,ere obtained.
The superior perfornance of the referred group !!ith respect to avoiding
foreclosLrre was reduced frcm 7.0 percentage points to 4.0 percentage points
and ,.! jth respect to being current from 1.6 to -4.7 percentage points. l/
Some variation should be expected but the 6.3 percentage ooint shift, vnth
respect to bejng current, appears to be statistically sjanifjcant.

In additjon to randomness: t|!o other explanations are possible. The
difference between the regressions and the analysjs in the text could be
explained by the differences jn control variables. The only cortrol variables
common lo both samples were the city dLlmities and the number of payments past
due at the beginnjng of the de,ionstratjon. Lsing the 'bejng current,, regression,
we calculate that these djfferences account for I percentage point of the
6.3 shift. l,li th this adjustment, the observed differerce is just barely
statistically signjficant at the ten percent level . l,Je beljeve that thjs
is the most likely explanation and does not affect the validity of the
regres s i on analySis.

V Foreclosure avojdance and becomjng current are alternative dependent variables
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The alternative possibiiity is that for a given set of control values
with respect to being current, \de either systematically excluded from the
referred group individuals who perform above the average or systenatically
excluded from the not-referred group ind'ividuals who perform below the average.
If this r,/ere true, a basic assumption of r€gression ana'lysis wou'ld be violated
and the resulting estimates wou'ld have none of the desirable properties of
estimators. Ihis possibllity cannot be cornpletely elininated.
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APPENDI X TABLE S.]

Regress i on Conparing Not-Referred
and Ful ly Counsel ed

Vari abl e

l,4ortgagor Ful ly Counsel ed
lo. of lionthly Payments in Default at the beginnjng

of the experiment
i'lortgage Age Prior to oefault (in years)
t4ortgaqor Lives in:

Los Angeles
Atl anta
Seatt le
Detroi t

Loan-To-Val ue-Ra ti o
Interest Rate (x 1000)
Mortgage Term
Annual l4ortgage Payment
Annual Subsidy Payment
Exi stence of Co-Signer
Years Eirployed of Family l1ead
0ccupa t'ion of Family Head:

Profess'ional
cl eri cal
Ski'll ed Ldbor
Semi -Ski 11ed or lYi'li tary
Laborer
Servi ce Industry

Total Fami I y Incone
Total Family lncome from Secondary Sources
Age of Head
Fami ly Si ze
Femal e-Headed Family
Section 235 - Nen
Constant

Coeffi ci ent

03404 5

.022818

.0r6748
- .14244

- -65675
.0000815'12

-.00046't08
.0024495

- .6327 4
-.0060381

-.34968**
.05825

l -0559**
.23533

- -00050279
-.06847

.34548
-.r0413

.000091477

.000022855
-..0c46095

.067732

.42330**

.19922
tB.?65

** Signjficant at .01 level
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This final report wds drafted by Les Rubin and Chris Uye. The report was
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The analysis and conc'lusions are those of the offjce of Policy oevelopment
and Program Evaluation and do not necessarily reflect the opinion of the
Departroent of Housing and Urban Developmeft.
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